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~Gentlemen: .

. We have considered your application for recognition of exemption
under section 501(c)(4) of the Internal Revenue Code.

The evidence presented disclosed that you were formed
under the laws of the S-ate of I Your purposes as stated are: "“Jo
promote the health, safety and .elfare of the residents of the community
known as [ in lands situated in the Town of [, County of
B =nc State of .

To own, acquire, build, operate axd meintain lanc and facilities for

. swimming and other recreational, cultural and - community wse, including

buildings, structures, improvements and personal property incidgental
thereto; and .

To enforce any and  all covenants, restrictions and agreements )

applicable to the residential parcels witnin the above community and the
common properties ano particularly the Declaration of Covenants,

Restrictionsi Easeme:ntsi Chaﬁes and Liens wnich may hereinafter be made -by
" .

Your membership consists of the property owners of those lots locateg
on the filed map of I Your income is from membership oues. Your
disbursements are for lawn service, repairs anc maintenance, insurance,
taxes and other miscellaneous expenses. .

section 50¥(c)(4) of the Internal Revenue Code provides for the
exemption of civic leagues or organizations not organizeo for profit but
operated exclusively for the promotion of social welfare.

Section 1.501(e){4)-€2)(i) of the Income Tax Regulations states in
part, "An organization is operated exclusively for the promotion of social
melfare if it is primarily engaged in promoting in some way the common good
and general welfare of the people of the community.
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Revenue Ruling. 69-280 1969-1 C.B. 152, describes an organization that
is incorporated .as a non-profit membership corporation for the purpose of
prov1ding specified services for the home owners in a housing development.
The services consisted of maintaining the exterior wails ano roofs of the
individual home units.. If a person purchases a wunit in the housing
development he is required to become a member of the organization., The
organization is supported entirely by members through their annual dues.
It wzs hel2 that tne orgenizetion is ogersteg prirzrily for the private
benefit of members and any benefits to the community are not sufficient to
- meet the reauirement of the regulation that the organization be foperatea
primarily for the common good and general welfare of the people of the
communlty.. Rcecorringly, this organization was not granted exemption from
Federal income tax as a social welfare organization under section 501(c)(4)
of the Code.

Revenue Ruling 74-99, 1974-} C.B. 131, states that a community within
the meaning of section 501(0)(4) of the Code and regulations is not simply
an aggregation of homeowners bound together in a structured unit formeg as
an integral part of a plan for the development of a real estate subdivision
and the sale and purchase of homes therein. Although an exact delineation
of the boundaries of a "community" contemplated ty section 501(c)(4) is not
possible, the term as used in that section has tracitiomally been
constructed as having reference to a geograpnica* unit bearing a reasonable
recognlzable relationship to an area orainary igentified as a governmental
SUDlelSlOn or a unit or dgistrict thereof.

‘Revenue Ruling 84-17 1974-1 C.B. 130 cescribes an organization that
is an association formed by the unit owners of condominium housing project
and is operzted to provide for the management maintenance ana care of the
common areas of the project. 1ts income is from membership asszsssmerts ana
its disbursements ownership involves ownership in common by all conaominium
unit owners of a great many so called common areas the maintenance and care
of which necessarily constitutes the provision of private benefits for the
tnit owners. Since the organizations activities are for the private
benefit of its members, it cannot be said to be operatea exclusively for
the promotion os social welfare. Accorgingly, it does not qualify for
exemption from Federal. income tax under section 501(c)(4) of the Coce.

: .

Based on the evidence presented, we hold you to be primarily
operating for the private interests of the homeowners you represent. Your
primary activities are maintaining and operating common areas, and
recreational facilities for the homeowners. The general public does not
have any access to the roadwzys, sidewalks that your organization owns or
maintains.
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It is held that your organization fails to meet the reauirements in
section . 501(c)(4) of the Code. Conseauently it is held that your
organization does not aulify for exemption under section 501(c)(4) of the
Code.

: ' However, you may oualify as a Homeowners Association as descripeg in
section 528 of the Code.

Section 528(c) of the Code oefines '“homeowners association as an
organization which is a condominium management association or a residential
real estate management if - (a) such organization is organized and operated
to provide for the acauisition, construction, management, maintenance, ang
care of association property, (b) éQ percent or more of its gross income,
consists solely of amounts received as membership dues or assessments, (c)
90 percent or more of the expenditures of the organization are expenaiture
for the acauisition, construction, management, maintenance and care of
assopciation p:operty, (d) no part of the met earnings inures to the penefit
of any private shareholder or individual, and (e) such organization elects
to nave this section apply for the taxable year.

If your organization elects at such time and in such manner as the
regulations prescrive to have section 528 apply for the taxable year, you
must file Form 1120 - H.

If you do not agree with the determination, you may request a
Conferznce with the Regional ODirector of Appeals by protesting in
accordance with he enclosed instructions within 30 days.

Protests submitted which do not contain all the documentation stated
in the instructions will be returned for completions.

Sincerely yours,

District Director

cc:

Enclosure: Pub. 892




